Interest in the role of small and medium-sized enterprises (SMEs) 
Introduction

Background of Study
The Informal sector is increasingly viewed as an important engine for employment creation and economic growth. This has been necessitated by the increasing awareness within the government that large projects in the industrial sector are less likely to generate the requisite employment opportunities, given the high capital-intensity of output in the sector
The role of finance has been viewed as a critical element for the performance of small and mediumsized enterprises. Previous studies have highlighted the limited access to financial resources available to smaller enterprises compared to larger organizations and the consequences for their performance and development . Typically, smaller enterprises face higher transactions costs than larger enterprises in obtaining credit (Saito and Villanueva, 1981) . Insufficient funding has been made available to finance working capital (Peel and Wilson, 1996) . Poor management and accounting practices have hampered the ability of smaller enterprises to raise finance. Information asymmetries associated with lending to small scale borrowers have restricted the flow of finance to smaller enterprises. In spite of these claims however, some studies show a large number of small enterprises fail because of non-financial reasons (Liedholm, MacPherson and Chuta, 1994) . Study by Tushabonwe-Kazooba, (2006) revealed that poor record keeping and lack of basic business management experience and skills are major contributors to failure of small business. Researchers have also identified lack of access to external finance and weak capital base, inexperience in the field of business, particularly lack of technical knowledge plus inadequate managerial skills, lack of planning and lack of market research as causes of small business failure (Lussier 1996 ; Murphy, Shleifer and Vishny 1996; Van Stel and Storey 2004). The solution for solving problems of economic growth in developing countries often resides in the performance of small scale industries. It is expected that the gains to be derived from the establishment of small-scale industries will be translated into the generation of employment at a low investment cost. The focus of the study was on the factors which affect the performance of Small and Medium Enterprises (SMEs) in the Jua Kali sector of Kenya, a case of Nakuru Town.
The objectives of the study included; To examine the extent to which access to finance by SMEs in Jua Kali sector effects their performance; To examine the extent to which management skills have effect on performance of SMEs in Jua Kali sector; To examine the extent to which macro-environment factors have effects on the performance of SMEs in Jua Kali sector and to examine the extent to which infrastructure have affected the performance of SMEs in Jua Kali sector. Aryeetey et al (1994) conducted a survey of 133 firms, of which 76 had less than 10 workers, in various industries in Ghana in the early 1990s.They found that only 10 percent of startup firms in Ghana could obtain bank loans but medium size enterprises and older firms are provided with credit three times more often than their smaller counterparts.
The studies conducted by Ibrahim (1986) , provide evidence that management skills are critical factors in both the failure and success of businesses (Lichtenstein & Brush, 2001 ). They illustrate that accounting, cash flow, and marketing need management skills and lack of them is a major cause of failure. Weaknesses in these areas are found to impact on all other areas of the business. A lack of management skills and expertise is a major constraint hindering the progress of the SME sector in Kenya.
The macro-environment consists of stakeholder groups that a firm has regular dealings with. The way these relationships develop can affect the costs, quality and overall success of a business. Although the move towards economic liberalization proposed in the late 1980s and 1990s was aimed at reducing distortions in the economy, deregulation of markets has had adverse impact on SMEs (Sessional Paper No. 2, 2005) . The effects include increased macro-economic instability characterized by high inflation rate, current account deficits and policy uncertainty. While the effects have been harmful to all private enterprises, the SMEs have been particularly hurt given their small size, and because they have fewer options to ride over instabilities.
For business owners, important regulations include state actions relating to the following nonexhaustive list; contract enforcement, property rights, including intellectual property, corporate governance, taxation and financial reporting, employment and health and safety, trading standards and consumer rights, environmental protection, premises and planning rules, data protection, transport. Environmental regulations concerning the storage and use of hazardous substance are likely to have a greater impact on certain sectors than others, for example, agriculture, manufacturing and transport and communications businesses (Carter et al., 2004) .
In infrastructure planning, Ombura (1997) points that infrastructure networks are useful instruments within network economies. Infrastructure and related services help to make things happen, it feeds and it is fed by trade, it fuels foreign direct investment, it backs up the creation and sustainability of industrial clusters, it cuts costs and raises competitiveness. A spatial planning approach ensures the most efficient use of land by balancing competing demands within the context of sustainable development (Rozee, 2003) . It becomes an ongoing, enduring process of managing change by a range of actors, in the interests of sustainable development (Tewdwr, 2004) . This makes efforts to promote industrial development extremely urgent and rural focused.
Entrepreneurial and small and medium-sized enterprises (SMEs) firm performance is a complex, multifaceted construct that should be examined with an eye toward its complexity. Yonggui et. al. (2002) examined a set of internal and external factors/variables that may be critical to distinguish high-growth SMEs from those of poor performance. The study based on the relationship between factors and determinants concerning entrepreneur/top management team, firm characteristics, organizational strategies and external environment, and poor performance and high-growth performance in SMEs in China. Van de Ven (1993) emphasized that the process of entrepreneurship is not limited to the for profit sector; numerous entrepreneurial factors in the public and not-for-profit sectors play crucial roles. It motivates one to examine the different roles played by these factors, and how their joint contributions interact to develop and commercialize a new technology. This in turn makes it possible to understand how the risk, time, and cost to an individual entrepreneur are significantly influenced by developments in the overall infrastructure for entrepreneurship.
The small and micro enterprises (SMEs) play an important role in the Kenyan Economy. According to the Economic Survey (2006), the sector contributed over 50 percent of new jobs created in the year 2005. Despite their significance, past statistics indicate that three out of five businesses fail within the first few months of operation (Kenya National Bureau of Statistics, 2007). According to Amyx (2005) , one of the most significant challenges is the negative perception towards SMEs. Potential clients perceive small businesses as lacking the ability to provide quality services and are unable to satisfy more than one critical project simultaneously. Often larger companies are selected and given business for their clout in the industry and name recognition alone.
As with many developing countries, there is limited research and scholarly studies about the SME in Jua Kali sector in Kenya. The 1999 National Baseline Survey conducted by Central Bureau of Statistics, ICEG and K-Rep Holdings provides the most recent comprehensive picture of SMEs in Kenya. Mead (1998) observes that the health of the economy as a whole has a strong relationship with the health and nature of micro and small enterprise sector. When the state of the macro economy is less favorable, the opportunities for profitable employment expansion in SMEs are limited. This is true especially for those SMEs that have linkages to larger enterprises and the economy at large. Given this scenario, an understanding of the dynamics of SMEs is necessary not only for the development of support programmes for SMEs, but also for the growth of the economy as a whole. Given the importance of small businesses to the Kenyan economy and the exposure to risks owing to their location, there is need to conduct an empirical enquiry to investigate into the factors affecting the performance of SMEs in the Jua Kali sector in Nakuru Town, Kenya.
IV. Methodology Of The Study
The study adopted survey research design to achieve the objectives. The study employed stratified random simple sampling. The population was segregated into several mutually exclusive subpopulations or strata herein referred to as business categories as shown in appendixes. There were 759 SMEs in the Jua Kali sector in Nakuru Town as per Nakuru municipal council licensing department (See Appendix 1).
The research applied proportionate stratification that is based on the stratum"s share of the total population to come up with the sample in each stratum. The actual businesses interviewed were arrived at by using simple random procedures to draw the sample from each stratum.The sample size was determined by the following formula (Yamane, 1967) .
Where nis the sample size, Nis the population size, and eis the level of precision.
In this case N is 759, ±5% Precision Levels where Confidence Level was 95% and P=.5 Hence, the sample size of the study was 262. Out of 262 respondents, 16.41% were carpentry, 26.34% of businesses were mechanics, 17.56% were scrap metals while 39.69% were welders and fabricators. The respondents were composed of 77.9% of owners, 16% were supervisors/attendants and 6.1% of the respondents were partners.
The study employed a structured questionnaire to gather information from the study respondents. A likert type scale was used to collect information on evaluation of factors affecting performance of SMEs. 
V. Results
Survey results showed that 43.5% of the SMEs had been in operation for 6-10 years, 37% had operated for 11-15 years, 14.5% had operated for 1-5 years while 5% had operated for 16-20 years. Effect of Lending Terms and Conditions on Performance. 62.6% of the respondents reported that to a great extent lack of financial records made it difficult for SMEs to access lending proposals, 35.5% reported to some extent while 1.9% reported not at all. 86.6% of the respondents reported that most financial institutions were reluctant to provide long-term credit to SMEs while 13.4% reported to some extent. 63.3% of the respondents reported that high interest rates, premium cost and other loan processing cost made SMEs unable to obtain funds from banks, whereas 36.7% reported to some extent. Marketing Management and Performance of SMEs. This study revealed that 31.6% of the respondents generally reported that to some extent the marketing plan was well prepared while 68.4% reported not at all. This study also revealed that only 1.5% of the respondents generally reported that to a great extent SMEs were capable of satisfying customer needs while meeting stakeholders expectations, 77.5% reported to some extent while 21% reported not at all. In addition only 3.1% of the respondents generally reported that to a great extent SMEs were capable of creating a competitive edge, 68.3% reported to some extent while 28.6% reported not at all.
The study findings revealed that 1.1% of the respondents generally reported that to a great extent SMEs were capable of identifying target markets, 55.3% reported to some extent while 43.5% reported not at all. Finally, 1.9% of the respondents generally agreed that reported that to a great extent SMEs were capable of identifying promotional activities, 32.1%reported to some extent while 66% reported not at all.
Table 6 Effect of Marketing Management on Performance of SMEs
Source: Research Data (2013)
Entrepreneurial Skills and Performance of SMEs. According to study findings, 12.4% of the respondents reported that to a great extent they had undertaken trainings on business skills, 26.4% reported to some extent while 61.2% reported not at all. The study findings indicated that 5% of the respondents reported that to a great extent they had been trained on drafting business plans, 21%reported to some extent while 74% reported not at all. 1.5% of the respondents reported that to a great extent they had specialized training on productivity, environmental awareness, 10%reported to some extent while 88.5% reported not at all. Finally, study findings revealed that 9.2% of the respondents reported that to a great extent they had training on establishing net works, partnerships and joint ventures, 12.2% reported to some extent while 78.6% reported not at all In addition, 17.1% of the respondents generally reported that to a great extent the firm was required to adhere to employment, health and safety standards, 30.5% reported to some extent while 53.4% reported not at all. Further, 43.1% of the respondents generally reported that to a great extent the firm was required to adhere to environmental protection, 34.3% reported to some extent while 22.3% reported not at all. Also, 3.1% of the respondents generally reported that to a great extent the firm was required to adhere to premises and planning rules, 16% reported to some extent while 80.9% reported not at all. Finally, 2.2% of the respondents generally reported that the firm was required to adhere to trading standards and customer rights, 14.2% reported to some extent while 88.6% reported not at all. 
Suppliers and Performance of SMEs. This study revealed that 6.9% of the respondents generally reported that to a great extent the SMEs were capable of providing high quality raw materials at appropriate prices, 79.8% reported to some extent while 13.3% reported not at all. This study also revealed that 18.3% of the respondents generally reported that to a great extent the SMEs were capable of providing reliable volumes of raw materials, 70.2% reported to some extent while 11.5% reported not at all. Finally, 12.6% of the respondents generally reported that to a great extent the SMEs had flexibility to changing volumes, 74% reported to some extent while 13.4% reported not at all. 
Distributors and Performance of SMEs. According to study findings, 1.1% of the respondents generally reported that to a great extent the SMEs availed adequate stores to stock firm"s product, 31.7% reported to some extent while 67.2% reported not at all. Further, the study findings indicated that 1.9% of the respondents generally reported that to a great extent the SMEs adequately displayed firms products in their shelves, 34% reported to some extent while 64.1% reported not at all. Customers and Performance of SMEs. Study findings revealed that 9.9% of the respondents generally reported that to a great extent their needs were met effectively, 75.6% reported to some extent while 14.5% reported not at all. In addition, study findings revealed that 22.9% of the respondents generally reported that to a great extent there was good relation with customers through incentives, 69.9% reported to some extent while 8% reported not at all. 
Competitors and Performance of SMEs. 4.2% of the respondents generally reported that to a great extent the firm had a bigger market share than competitors, 30.5% reported to some extent while 65.3% reported not at all. Also, 8.1% of the respondents generally reported that to a great extent the firm was capable of offering excellent products than its competitors, 59.9% reported to some extent while 32% reported not at all. Finally, 59.5% of the respondents generally reported that to a great extent the firm offered favorable prices, 34.8% reported to some extent while 5.7% reported not at all. 
Water and Performance of SMEs. 42.8% of the respondents generally reported that to a great extent there was adequate water, 55% reported to some extent while 2.2% reported not at all. This study also revealed that 46.2% of the respondents generally reported that to a great extent the cost of water was adequate to their sector, 49.2% reported to some extent while 17.3% reported not at all. 
Electricity and Performance of SMEs. According to study findings, 39.3% of the respondents generally reported that to a great extent there was adequate electricity, 46.8% reported to some extent while 14.9% reported not at all. Further, the study findings indicated that 37.7% of the respondents generally reported that to a great extent the cost of electricity was affordable to your sector, 45% reported to some extent while 17.3% reported not at all. 
Roads and Performance of SMEs. 59.5% of the respondents generally reported that to a great extent there were adequate roads to access their businesses while 40.5% reported to some extent. In addition, study findings revealed that 66.8% of the respondents generally reported that to a great extent the roads were well maintained while 33.2% reported to some extent. 
Level of Profits among SMEs. 36.6% of the respondents generally reported that to a great extent the net income had increased whereas 63.4% reported to some extent. 44.6% of the respondents generally reported that to a great extent the operating cash flow had increased while 55.4% reported to some extent. In addition, 41.6% of the respondents generally reported that to a great extent the value of the firm had increased while 58.4% reported to some extent. Finally, 41.6% of the respondents generally reported that to a great extent the residual income had increased while 48.1% reported to some extent. 
Level of Production Output among SMEs. 51.9% of the respondents generally reported that to a great extent the level of output had increased whereas 48.1% reported to some extent. Furthermore, 62.6% of the respondents generally reported that to a great extent there was no wastage of raw materials whereas 37.4% reported to some extent. Correlations Matrix. The findings indicate that access to finance was significantly associated with profits (r =0.251, P<0.05) and production output (r =0.227, P< 0.05). This implies that an increase in access to finance results in an increase in profits and production output of SMEs. Further, study findings reveal that management skills was significantly associated with both profits (r =0.226, P< 0.05) and production output (r =0.215, P< 0.05). This implies that an increase in management skills results in an increase in profits and production output of SMEs. Findings also indicate that macro environment was not significantly associated with profits (r =0.120, P> 0.05) but significantly associated with production output (r =0.220, P< 0.05). This implies that an increase in macro environment resulted in an increase in production output but not profits of SMEs in the study area. Finally, correlation results indicate that infrastructure was not found to be significantly associated with both profits (r =0.087, P> 0.05) and production output (r =0.008, P> 0.05). This implies that an increase in infrastructure did not result in an increase in profits and production output among SMEs in the study area In order to determine the effect of factors on performance of SMEs and test the study hypotheses, the combined independent variables (access to finance, management skills, macro environment and infrastructure) were regressed on the dependent variable (performance of SMEs). Results of regression analysis (Table 19 ) reveal that access to finances was found to significantly affect performance of SMEs (P= 0.000, P < 0.05). Hence the null hypothesis that Accesses to finance (Lending terms, Collateral requirements and number of years in operation) does not significantly affect performance of SMEs in Jua Kali sector was rejected.
Findings also indicate that combined management skills was found to significantly affect performance of SMEs (P= 0.000, P < 0.05). Thus the null hypothesis that Management skills (Financial, Marketing and Entrepreneurial skills) do not significantly affect performance of SMEs in Jua Kali sector was rejected. In addition, findings reveal that combined macro environment was found to significantly affect performance of SMEs (P= 0.000, P < 0.05). Thus the null hypothesis that Macro-environment factors (Regulation and policy issues, suppliers, distributors, customers and competitors) do not significantly affect performance of SMEs in Jua Kali sector was rejected. Finally, findings indicate that Infrastructure was not found to significantly affect performance of SMEs (P= 0.195, P > 0.05). Thus the null hypothesis that Infrastructure (Water, Roads and Electricity) does not significantly affect performance of SMEs in Jua Kali sector was accepted.
The regression summary model (Table 20) , indicates that the co-efficient of determination (R) with a value of 0.595 and R 2 = 0.355 or 35.5%. These findings confirm that the observed change in performance attributed to the identified factors was 35.5% while the remaining percentage could be explained by other intervening factors. 
VI. Concluding Remarks
The broad objective of this study was to evaluate the factors affecting the performance of SMEs in the Jua Kali sector in Nakuru Town. The study specifically sought to address the effect of the identified factors on the performance of SMEs in Jua Kali sector.
The overall conclusion is that SMEs access to finance had the potential to positively influence performance of SMEs in Jua Kali Sector, however access to finance were yet to be fully utilized to the advantage of the SMEs in the study area. Management skills had the potential to positively and significantly affect performance of SMEs and yet had only been marginally adopted by the SMEs in the study area. Similarly, the study concluded that the effect of macro environment on performance of SMEs was positive and significant especially on production output despite being moderately rated among the SMEs. Finally, the study concluded that infrastructure was not statistically found to significantly affect performance of SMEs in the study area.
The study findings revealed that although the access to finance had the capability to positively influence performance of SMEs they had not been fully utilized to the advantage of the SMEs in the Jua Kali Sector. Therefore, the banks should improve on the Lending terms and conditions to the advantage of SMEs, Collateral requirements and Number of years in order to increase performance. From the study findings it was evident that management skill had the potential to positively and significantly affect performance of SMEs and yet had only been marginally adopted by the SMEs. Accordingly, SME businesses should focus on acquiring appropriate management skills such as financial, marketing and entrepreneurial skills.
The effect of macro environment on performance of SMEs was positive and significant especially on production output despite being moderately rated among the SMEs. This study concludes that the SME businesses should effectively strengthen the macro environment in order to increase their performance.
Finally, the study concluded that infrastructure was not statistically found to significantly affect performance of SMEs in the study area. This study recommends that the SME businesses should effectively address the infrastructure especially in terms of electricity and roads in order to increase their performance This study provided relevant insight on the factors affecting the performance of SMEs in the Jua Kali Sector. It is important that further research is carried out to assess the impact of the factors on performance of other SMEs outside the Jua Kali Sector. The same research should be conducted in the same areas but more focus should be on qualitative measures of performance.
